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Haiti's Stand-By Arrangement with Fund 


At the request of the Government of Haiti, the Inter- 
national Monetary Fund has entered into a stand-by 
arrangement under which the Haitian Government may 
purchase during the next 12 months up to $5 million 
in currencies held by the Fund. This arrangement is 
intended to provide Haiti with a second line of reserves 


in support of a stabilization program based upon strict 
fiscal and credit policies. The Fund expects to remain 
in close contact with the Haitian authorities. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., July 14, 1958. 





IBRD Loan in Japan 


The International Bank for Reconstruction and De- 
velopment on July 11 made a loan equivalent to US$33 
million to the Japan Development Bank to assist the 
privately owned Sumitomo Metal Industries Ltd. to 
modernize and expand the capacity of its iron and 
steel plants. U.S., German, and Swiss banks are par- 
ticipating in the loan, without the World Bank’s guar- 
antee, for a total amount equivalent to $960,000, rep- 
resenting part of the first five maturities which fall due 
between August 1. 1961 and August 1, 1963. J.P. Mor- 
gan & Co., Inc., Continental Illinois National Bank 
and Trust Company of Chicago, and Compagnie de 
Gestion et de Banque of Geneva are taking a total of 
$600,000 of these maturities, and Frankfurter Bank 
of Frankfurt am Main and Commerzbank of Diisseldorf 
are taking a total of DM 1,500,000 (US$360,000). 

The Japan Development Bank is the government 
agency which supplies long-term credit for industrial 
development in Japan. The World Bank has already 
made nine loans to this agency, which has re-lent the 
proceeds to private industrial and power companies. 
The Japan Development Bank will re-lend the proceeds 
of the new loan to the Sumitomo company. 

The Bank-financed project is part of a program for 
the modernization and expansion of production facili- 
ties in Sumitomo’s four steel plants—at Wakayama, 
Osaka, Amagasaki, and Kokura. The Sumitomo com- 
pany, like other companies in the Japanese iron and 
steel industry, is modernizing and expanding its plants 
to meet the increasing demand for steel products. By 
increasing crude iron and steel producing capacity, the 
industry will reduce its dependence on imported scrap, 
while the modernization of facilities will improve effi- 
ciency and reduce production costs. 

The Bank loan will help to finance work being 
undertaken at the Wakayama plant in Central Honshu. 
The entire project is scheduled for completion by 
March 1962 at an estimated cost equivalent to $83 mil- 


lion. The Bank loan will finance about 40 per cent 
of this total and will be used mostly for expenditures 
in Japan. The loan is for 15 years and bears interest of 
5¥% per cent including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortiza- 
tion will begin August 1, 1961. The loan is guaranteed 
by the Government of Japan. 

The Bank has now made 12 loans in Japan totaling 
$185 million: $69 million for the steel industry, $5 mil- 
lion for other industrial projects, $100 million for 
electric power development, and $11 million for agri- 
culture. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., July 11, 1958. 


IFC Investment in Brazil 


The International Finance Corporation (IFC), to- 
gether with the American Overseas Finance Company 
(AOFC) and the Chase International Investment Cor- 
poration (CIIC), announced on July 11 an agreement 
to invest $3,500,000 in the expansion of Willys- 
Overland do Brasil S.A., Brazilian manufacturer of 
Jeep vehicles including Willys station wagons. The 
majority ownership of the company is presently held 
by more than 15,000 Brazilian stockholders. Willys 
Motors, Inc. of Toledo, Ohio (a subsidiary of Kaiser 
Industries Corporation) owns a large minority interest. 

The total Willys expansion porgram in Brazil will 
amount to the equivalent of $22 million. Financing is 
being drawn from many sources, both Brazilian and 
foreign. Funds for the initial phase were provided by 
the substantial sale of stock to the Brazilian public, by 
investment of equipment by Willys Motors, Inc., and 
by a loan from AOFC. To complete the program, 
Willys Motors, Inc. is investing the largest single amount 
in the form of equipment and tooling for a total value 
of about $6,500,000. An approximately equal amount 
is being raised by stock offerings to the Brazilian public. 
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In addition to Willys Motors, Inc., several other U.S. 
firms are supplying equipment in exchange for stock. 

IFC’s share of the new investment amounts to 
$2,450,000 and will be made in 7 per cent notes, repay- 
able from 1962 to 1965. AOFC and CIIC will have 
$1,050,000 in similar notes maturing in 1961 and 
1962. The investment carries a share in the company’s 
profits, payable either in cruzeiros or in 8 per cent 
participating preferred stock. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., July 11, 1958. 


Europe 


EPU Settlements for May 1958 


The settlement operations of the European Payments 
Union for May 1958 covered a total of net surpluses 
or deficits of 145.0 million units of account (1 unit of 
account=US$1), compared with 91.3 million units for 
April and 109.8 million for March. The net surpluses 
and deficits of the EPU member countries for March, 
April, and May 1958 are shown in the accompanying 
table. Creditor countries are presented in descending 
order and debtor countries in ascending order of their 
respective claims or debts vis-a-vis the EPU after the 
completion of operations for May. 

The surplus of the Federal Republic of Germany in 
May was its largest since last fall; the surplus of 
the Netherlands was larger, and that of Belgium- 
Luxembourg was smaller, than in April. The United 
Kingdom, which had a small surplus in April, ran a 
deficit in May; Italy’s surplus decreased; and France’s 
deficit was larger than the deficit recorded in April. 


Net Surpluses (+) or Deficits (—) in EPU 
(In millions of units of account) 
Mar Apr. May 
1958 1958 1958 
Creditor countries 

Germany, Fed. Rep 
Belgium-Luxembourg +30.2 +33.6 
Netherlands +25.9 412.5 +27.7 
Sweden —3.7 -4.9 +9.0 
Austria -7.0 —6.4 —0.2 


+12.5 +21.7 +70.2 


+23.5 


Countries which are neither creditors 
nor debtors of the EPU 
Portugal 
Switzerland 
Greece 
Debtor countries 
Iceland 
Turkey 
Denmark 
Italy 
Norway 
United Kingdom 
France 
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Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, 
June 16, 1958; Neue Ziircher Zeitung, Ziirich, 
Switzerland, June 19, 1958. 


Sterling Exchange Rates 


The relaxations of credit control in the United King- 
dom (see this News Survey, Vol. XI, p. 10) had no 
visible impact on the exchange markets, and on July 7 
the spot rate for sterling rose to $2.80 1%,4. The subse- 
quent modest setback to about $2.80% reflected in 
part uneasiness caused by a threat of a national dock 
strike. 

The basic firmness of the market is displayed in the 
forward rate; discounts on sterling are well below their 
interest parities. The rate for transferable sterling is 
$2.78, and it may get support from purchases against 
dollars by Japanese banks, which have been authorized 
in order to relieve Japan’s shortage of sterling. 

Source: The Economist, London, England, July 12, 
1958. 


Change in U.K. Interest Rates 


The U.K. Treasury announced on July 12 a change 
in the lending rates of the Public Works Loan Board 
designed to keep its rates in line with those prevailing 
in the market for loans to local authorities. The lending 
rate for not more than 5 years has been reduced to 5% 
per cent, and the rate for loans of between 5 and 15 
years has been lowered to 6% per cent. Both of these 
rates were previously 6% per cent. Loans for more 
than 15 years will remain at 6% per cent. 

The applications of £452 million at the tender for 
Treasury Bills on July 11 was a record figure; £240 
million of Bills were allotted at an average rate of 
£4 Os. 3.79d. per cent, compared with £4 3s. 5.23d. per 
cent a week earlier. Thus the average rate is 1 per 
cent below the bank rate, the rather rapid fall presum- 
ably being due to hopes of a further reduction in the 
bank rate. 


Source: The Times, London, England, July 12, 1958. 
U.K. Industrial Production 


The seasonally adjusted index of industrial produc- 
tion in the United Kingdom for May is provisionally 
estimated to be 138-139 (1948=—100), compared with 
140 for May 1957. For the first five months of 1958, 
the index averaged 140, compared with 141 for the 
corresponding period of 1957. 


Source: The Times, London, England, June 28, 1958. 
Economic Developments in Belgium 


Signs of a decrease in economic activity in Belgium, 
which had been evident after mid-1957, became more 
apparent during the early months of 1958. Despite a 
slight fall in industrial output in the second half of 
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1957, the global index of industrial production for the 
entire year remained at 123 (1953=—100), the level 
to which it had risen in 1956; the index for the 
first quarter of 1958, however, was 118, compared with 
127 for the first quarter of 1957. Although there have 
been declines in the output of such important industries 
as steel and textiles, the decrease in industrial produc- 
tion as a whole has not been large. Recently, the 
decline in steel seems to have been intensified, following 
the sharp reduction at the end of March in the backlog 
of orders. These developments have been followed by 
a drop in export prices for steel. The decline in prices 
of nonferrous metals, however, has ceased. 

With the slackening of economic activity that began 
in the latter part of 1957, total unemployment (com- 
plete and partial) increased to a daily average of 
190,000 in December 1957, from 142,000 a year 
earlier, and the average in the first quarter of 1958 was 
204,000. In April, however, seasonal factors lowered 
the average to 175,000. 

Stocks of coal at pit heads increased from 600,000 
tons at the end of September 1957 to 3.9 million tons 
at the end of April 1958. During this period, coal 
output increased slightly, as the scarcity of mine workers 
was overcome; also, imports of U.S. coal were increased 
substantially. At the same time, both domestic and 
foreign demand declined as economic activity decreased 
and there was a further substitution of oil for coal. A 
basic difficulty for the Belgian coal industry is its 
relatively high costs. The termination on February 10, 
1958 of the transitional period provided under the 
treaty of the European Community for Coal and Steel 
(ECCS) brought to an end the preferential treatment of, 
and the subsidies paid to, the Belgian coal mines, 
except for subsidies provided by arrangements between 
the Belgian Government and certain marginal mines in 
the Borinage area. The average costs of Belgian mines 
in 1957 are estimated to have been 40 per cent higher 
than the average costs of mines in the ECCS area as a 
whole and 50 per cent higher than those in the Ruhr. 
The increase in coal prices in 1957 averaged 10 per 
cent; but the new price lists submitted to the High 
Authority of the ECCS on April 1, 1958 provide for 
reductions ranging between BF 30 and BF 50 per ton, 
the amount of reduction depending on the kind and 
quality of coal. Despite these reductions, the prices 
of Belgian coal are among the highest in the Community. 

With stocks of coal increasing, the authorities last 
November discontinued the recruitment of foreign labor 
for the mines; and in March of this year some mines 
began to slow down production and to dismiss workers. 
Also, the Government has made imports of coal subject 
to license; however, licenses are granted freely for coal 
originating in the ECCS area or imported under con- 
tracts concluded before January 1, 1958. A law passed 
on April 24, 1958 legally prepared the grounds for the 
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financing of coal stocks, but no decision has been taken 
as to how to acquire the needed funds. 

Belgium’s national income is estimated to have risen 
further in 1957. Total investment at constant prices 
was slightly lower than in 1956, despite the construc- 
tion of public projects associated with the World Fair 
in Brussels. Investment at current prices is provision- 
ally estimated at BF 78.3 billion in 1955, BF 86.6 
billion in 1956, and BF 88.4 billion in 1957. Housing 
construction declined in 1957 as financial institutions 
reduced their lending operations, owing to the tight 
conditions in the money and capital markets during 
most of the year. Industrial construction was affected 
not only by the unfavorable economic developments, 
but also by the abolition on July 10, 1957 of the law 
that had been established on May 31, 1955 to provide 
preferential tax treatment for the constriction or acqui- 
sition of industrial buildings. On the other hand, the 
value of projects, mainly highways, constructed by the 
Central Government and other public authorities was 
higher in 1957 than in 1956. There are now indications 
that enterprises are concentrating on an improvement 
in productivity rather than on a_further increase in 
capacity. Such a policy seems to be dictated by the 
continuing increase in wage costs and in competition 
in world markets. 

Except in late 1957, when public expenditures 
declined slightly, fiscal policy has contributed to the 
high domestic demand. Certain factors now seem to 
point to a more liberal economic policy, although domes- 
tic measures cannot offset the effect of a lower demand 
from abroad on economic conditions in Belgium. In 
order to maintain economic equilibrium—both domestic 
and external—caution is needed in the selection of 
measures to increase economic activity. As a result of 
such developments as lower world prices for important 
raw materials, lower freights, decreased foreign demand, 
and reduced domestic investment, wholesale prices in 
Belgium have recently declined; but there is still an 
upward pressure on retail prices and wages, which are 
tied to the retail price index. 

Source: Banque Nationale de Belgique, Bulletin d’In- 
formation et de Documentation, Brussels, Bel- 
gium, May 1958. 


Recodification of Nonresident Accounts in the Netherlands 


The Netherlands Bank on June 26 issued new regu- 
lations, to become effective on July 1, regarding non- 
resident accounts. Foreign countries are classified in 
three groups: dollar countries, bilateral account coun- 
tries, and transferable account countries, for which 
convertible guilder accounts, bilateral guilder accounts, 
and transferable guilder accounts, respectively, may be 
opened at the Netherlands Bank or at an authorized 
bank in the Netherlands to replace the guilder agree- 
ment accounts previously used. 
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Convertible guilder accounts may be opened in the 
name of any nonresident and credited with current 
payments due to dollar countries, namely, Bolivia, 
Canada, Colombia, Costa Rica, Cuba, Dominican Re- 
public, Ecuador, El Salvador, Guatemala, Haiti, Hon- 
duras, Liberia, Mexico, Nicaragua, Panama, Peru, the 
Philippines, the United States and possessions, and 
Venezuela. These accounts may also be credited with 
transfers from other convertible guilder accounts, the 
proceeds of gold sold by a nonresident to the Nether- 
lands Bank, or the proceeds of convertible currencies 
sold to the Netherlands Bank or to an authorized bank. 
Balances on convertible guilder accounts may be paid 
to Netherlands residents, transferred to practically ali 
other guilder accounts, or used to purchase any foreign 
currency. 

Bilateral guilder accounts may be opened in the names 
of banks. in bilateral countries—Bulgaria, Czechoslo- 
vakia, East Germany, Hungary, Indonesia, Netherlands 
Antilles, Netherlands New Guinea, Poland, Spain, and 
the U.S.S.R. Turkey is also treated as a bilateral coun- 
try, but there is only one account, which is held at the 
Netherlands Bank in U.S. dollars in the name of the 
Central Bank of Turkey. Bilateral accounts may be 
credited with (1) current payments to the bilateral 
country concerned, (2) the proceeds of gold sold to 
the Netherlands Bank by a nonresident, or convertible 
or EPU currencies sold to the Netherlands Bank or to 
an authorized bank, and (3) transfers from convertible 
or transferable guilder accounts or from bilateral guilder 
accounts of the same nationality. Balances on these 
accounts may be paid to Netherlands residents for claims 
payable by the respective country or transferred to 
bilateral guilder accounts of the same nationality. 

Transferable guilder accounts may be opened in the 
names of banks in countries not classified as dollar or 
bilateral countries. They may be credited with (1) cur- 
rent payments to these countries, (2) the proceeds of 
gold sold to the Netherlands Bank by nonresidents, or 
of convertible or EPU currencies sold to the Nether- 
lands Bank or to an authorized bank, and (3) transfers 
from convertible guilder accounts or other transferable 
guilder accounts. Balances on these accounts may be 
paid to Netherlands residents for claims due from these 
countries, transferred to bilateral guilder accounts or to 
other transferable guilder accounts, or used to purchase 
EPU currencies. 

Source: Nederlandse Staatscourant, No. 121, The 
Hague, Netherlands, June 26, 1958. 


Scandinavian Woodpulp Market 


The Scandinavian groundwood mills have decided to 
limit their combined production of wet mechanical 
market pulp in 1958 to about 65 per cent of the quan- 
tity that would be produced if the estimated total 
capacity of the mills were utilized. This means that the 
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increase in capacity achieved in the last two or three 
years will be unused and that a slight additional limita- 
tion will be made. The need to restrict the production 
of mechanical pulp is due principally to the fact that 
the consumption of newsprint has failed to show the 
expected rise, since the present hard competitive situa- 
tion keeps the pulp buying newsprint mills in certain 
countries from operating at full capacity. The market 
for wet mechanical pulp presented a somewhat uncer- 
tain outlook in the winter and the spring, but now that 
it has become known that the price of newsprint on 
the British market is going to be maintained without 
change, the groundwood situation has become clearer. 
Sweden exported 58,100 tons of chemical pulp and 
11,650 tons of mechanical pulp in April. Last year the 
corresponding figures were 154,600 and 23,500 tons, 
and in 1956 they were 77,000 and 20,300 tons. During 
the period January-April, exports of chemical pulp were 
considerably less than a year earlier, but about 15 per 
cent higher than in 1956. 
Source: The Swedish Timber and Woodpulp Journal, 
Stockholm, Sweden, May 31, 1958. 


Nordic Customs Union 


Addressing a meeting of the Nordic Trade Associa- 
tion in Helsinki, Mr. Erik Brofoss, Governor of the 
Bank of Norway, said that, for the Nordic countries, 
it is not a question of choosing between a European 
free trade area and a Nordic common market, but of 
organizing as a coherent group within a free trade 
area. Only by standing together can those countries 
give weight to their views when questions affecting their 
mutual interest arise in free trade area discussions. It 
is equally important that the North be prevented from 
splitting into separate “power groups.” 

The international recession in 1958 has emphasized 
the need for international coordination of economic 
policy, with a view to maintaining a high level of 
activity. With such coordination, production could 
undoubtedly be doubled within the next 20 to 25 years. 
Mr. Brofoss continued: “In a European free trade area 
we should be more exposed to power politics, to cartel 
policy, and to the effects of the other countries’ restric- 
tive measures. The danger that this would represent for 
the small countries would be still further increased if 
the negotiations regarding a free trade area resulted only 
in a framework agreement, the specific content of which 
would be left for subsequent determination; and we 
must reckon with such an agreement. Nordic economic 
collaboration would be a means of strengthening the 
Nordic countries’ initial position and of safeguarding 
their interests within a wider economic collaboration.” 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, June 25, 1958. 
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Outlook for Danish Foreign Exchange Reserves 


Denmark’s current account surplus in June was 
DKr 72 million (US$10.4 million), but since $15.5 
million of the Danish purchase from the International 
Monetary Fund was repurchased, total foreign exchange 
holdings of the National Bank and the commercial 
banks declined slightly, to DKr 641 million. 

In the coming months, consumption and investment 
in Denmark will probably be no larger than last year, 
and they may possibly be slightly less. Inventories 
were very high at the beginning of the year, but since 
then there has been some decline in certain fields. This 
is far from applying to all commodities, however; there- 
fore, reductions are likely to continue. In addition, the 
outlook for the harvest of grain and other crops is 
improving, and it is expected that the need to import 
grain will be even less in the next crop year than it was 
in the last. For the time being, therefore, Denmark's 
foreign trade appears to be very stable. 

Danish Letters states that an aim of Danish economic 
policy has been to attain foreign exchange reserves that 
would permit the authorities to take measures, at least 
to some extent, against a possible decline in economic 
activity, even at the cost of a part of the country’s 
foreign exchange reserves. The Minister of Finance has 
indicated that foreign exchange reserves of at least 
DKr 1,000 million would be necessary to attain such 
freedom of action, and this now seems to be in sight. 


Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, July 4, 1958. 


Revised National Budget for Sweden 


The revised Swedish National Budget indicates that 
domestic demand for investment and consumption is 
likely to rise at a more rapid rate in 1958 than in 1957, 
and that exports and the building up of stocks may 
decline. The increase in production is expected to be 
considerably smaller than the annual increase in the 
past few years, probably about | per cent. The slowing 
down of the increase means that economic developments 
in Sweden are adjusting themselves to the pattern 
that now generally holds for the rest of Western Europe. 

Current international economic developments indi- 
cate that the decrease of activity which became apparent 
in 1957 is likely to persist in 1958. Therefore, a decline 
of 1 per cent in the volume of Sweden’s exports is 
estimated. Decreases are expected in exports of timber, 
iron, and steel, whereas engineering exports are likely 
to be maintained. The volume of imports, on the other 
hand, is expected to remain unchanged. Reductions 
in imports of solid fuels, iron and steel, and textile raw 
materials may be offset by increases in liquid fuels and 
certain engineering products, particularly motorcars 
and television sets. 
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In spite of the improvement, compared with last 
year, in the ratio of export to import prices, a deficit 
of about SKr 200 million (US$40 million) in the 
balance of payments on current account is estimated 
for 1958. This is due in part to a considerable decline 
in net revenue from shipping. 

A rise of 6 per cent in total investment in 1958 repre- 
sents the most expansive factor in Sweden’s economy 
at present. Private investment is likely to increase by 
7 per cent, largely because of increases by industry, 
following little change during the past few years. Public 
investment is expected to rise by 5 per cent. 

In 1958, as in 1957, consumption appears to be 
rising more slowly than investment. Private consump- 
tion is expected to increase by somewhat more than 
1 per cent during the year, i.e., the same as in 1957. 
The rise in public consumption is likely to remain 
unchanged, at 3 per cent. Industrial production is 
expected to be about the same as in 1957, whereas a 
rise is expected in building activity and in the public 
sector. Employment is not likely to undergo any major 
change, although there is a possibility of an increase 
in unemployment toward the end of the year. 

Commenting on the National Budget, the Finance 
Minister said that every effort should be made to stimu- 
late exports. A prerequisite for achieving this goal is 
prevention of an increase in domestic prices. Special 
measures will be taken to maintain employment in ex- 
port industries. Thus, the government export credit 
guarantees will be doubled to SKr 600 million. Certain 
companies will be entitled to utilize the funds set aside 
earlier for business cycle equalization purposes, and the 
price equalization levies paid by companies in the forest 
industry during the boom in 1951-52 will be refunded 
as from this year. 

Safeguarding the foreign exchange reserves and ar- 
riving at a reasonable equilibrium in the balance of 
payments should be fundamenal elements in an eco- 
nomic policy that aims at full employment and stability, 
said the Minister. In regard to financial policy, one of 
the most essential tasks in the next few years will be to 
bridge the gap between government revenue and ex- 
penditure. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, June 18, 1958. 


Foreign Investment in Germany 


With the abolition of West Germany’s liberalized 
capital accounts (see this News Survey, Vol. XI, p. 4), 
payments for the acquisition of participation in German 
concerns, the establishment of concerns or branches, 
and the purchase of real estate by nonresidents may be 
made in soft or hard currency, according to the country 
of residence of the foreign investor, but payments for 
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the purchase of German securities issued in DM denom- 
inations and for the granting of DM loans to German 
residents must be made in hard currency. On the other 
hand, the income and the sale proceeds from such se- 
curities, and the interest and redemption installments 
on DM loans, may be paid in any foreign currency or in 
deutsche mark credited to a freely or partly convertible 
DM account, regardless of the residential status of the 
investor. In the future, general permission will be 
granted for the sale or liquidation of foreign concerns or 
branches in Germany. In addition, nonresidents are no 
longer required to carry out their security transactions 
in Germany through German credit institutions; the ear- 
lier stipulation that the postal services must be used for 
imports and exports of German securities has been 
rescinded. 

Source: Bulletin des Presse- und Informationsamtes 


der Bundesregierung, Bonn, Germany, July 3, 
1958. 


Middle East 
Sudan Budget for 1958-59 


The Minister of Finance of the Sudan, in his budget 
speech to the Parliament, stated that the revised budget 


for 1957-58 shows revenue at LSd 46.0 million, ordi- 
nary expenditure at LSd 40.2 million, and a surplus of 
LSd 5.8 million; the original budget had estimated a 
surplus of LSd 5.2 million. On the basis of present 
taxation, the revenue for 1958-59 is placed at LSd 35.5 
million; since ordinary expenditure is estimated at 
LSd 38.3 million, there would be a deficit of LSd 2.8 
million, the first since 1932. However, new measures 
proposed by the Government may yield LSd 3.5 million 
during 1958-59, which would result in a net surplus of 
LSd 0.7 million. The new measures are mainly increases 
in the import duties on several items, an increase of 
about 20 per cent in the price of sugar, a compulsory 
savings scheme for government officials, and a new in- 
come tax, which is to be presented to the Parliament 
before the end of 1958. 

The sharp drop in revenue estimated for 1958-59 
is due mainly to the fall in cotton prices and to the 
poor cotton crop. Total proceeds from the current crop 
may amount to LSd 16.0 million, against LSd 53 million 
from the previous crop. This decrease will have a 
serious effect on foreign exchange reserves; these have 
already fallen to LSd 14.0 million, which the Govern- 
ment considers inadequate. Since expenditure on de- 
velopment projects has also contributed to the fall in 
reserves, the Government intends to restrict such ex- 
penditure in 1958-59 to the “most urgent and vital 
needs,” but even this is jeopardized by the fall in 
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revenue and in exchange reserves. At present, the 
Government can provide for the first two phases of the 
Managil Extension of the Gezira Scheme, but the irriga- 
tion program may be retarded unless assistance is 
obtained from abroad. 


Source: Budget Speech of the Minister of Finance and 
Economics, Khartoum, Sudan, May 29, 1958. 


Far East 
Indian Funding Operation 


The Government of India on July 1 issued a Rs 3 
billion 4 per cent loan, 1973. It will be taken up wholly 
by the Reserve Bank of India against the cancellation 
of ad hoc treasury bills of equivalent value. This meas- 
ure is in accordance with the Government’s policy of 
gradually funding the considerable volume of treasury 
bills held by the Reserve Bank into loans of longer 
maturity, announced at the time the budget for the 
current year was presented (see this News Survey, 
Vol. X, p. 284). 

Sources: The Times of India, Bombay, India, July 2, 
1958; The Financial Times, London, England, 
July 2, 1958. 


U.S. Loan fo India 


Under an agreement signed in New Delhi on June 25, 
India will receive US$20 million from the United States 
under a Mutual Security Act program for Asian eco- 
nomic development. The loan will bear interest at the 
rate of 3% per cent per annum and will be repayable 
in either rupees or dollars in 31 semiannual installments 
commencing three years after the disbursement of the 
loan proceeds. The funds will be utilized to finance 
foreign exchange expenditure for the development of 
iron mines in the Rourkela area (Orissa State) and for 
ancillary railway transportation and port improvement 
projects, with a view to increasing the export of iron ore 
from India, via the port of Visakhapatnam, to Japan. 

The total costs of this multipurpose project are esti- 
mated at about $67 million. The Government of India 
will bear the total local currency expenditure, and 
Japan has agreed to extend a line of credit up to the 
equivalent of $8 million for the purchase in Japan of 
needed equipment. 

Sources: Information Service of India, I/ndiagram, 
Washington, D.C., June 26 and July 1, 1958. 


Ceylon’s Tea Rehabilitation Scheme 


A scheme is being launched in Ceylon to replant 
30,000 acres of tea over a period of six years, ie., 
5,000 acres per year. Since high-yielding varieties will 
be used in replanting, the yield from the 30,000 acres 
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should be roughly equal to the present yield from 
90,000 acres—approximately 36 million pounds of tea. 
The scheme will provide employment for 20,000 per- 
sons. The total cost is estimated at Rs 98 million 
(US$20.4 million); Rs 80 million will be allotted to 
estates and Rs 18 million to small holders. Subsidies 
for replanting will be Rs 2,500 per acre for estates and 
Rs 650 per acre for small holders. 


Source: Ceylon News, Colombo, Ceylon, June 5, 1958. 


Prospects for Rice Exports from Burma 


Burmese rice supplies available for export in 1958 
are estimated at 1,500,000 long tons of milled rice, a 
larger volume than was predicted earlier this year (see 
this News Survey, Vol. X, p. 305). Seasonal rains 
started on time early in May and permitted the planting 
of target areas for the 1958-59 crop. Milled rice exports 
in 1957 were 1,726,000 tons. 

The 1957-58 rice harvest is estimated at 3,850,000 
tons of milled rice, compared with 4,650,000 tons in 
1956-57. However, the carry-over on January 1, 1958 
was about 800,000 tons. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., June 23, 1958. 


National Planning Board in Thailand 


A National Planning Board that will draw up long- 
term development programs along the lines of India’s 
First and Second Five Year Plans is to be established 
by the Government of Thailand. The Board will consist 
of economic experts in various fields, and it will be em- 
powered to make recommendations on economic policies 
and on the priority of projects. 


Source: The Bangkok Post, 
May 19, 1958. 


Interest Rates in Malaya 


The Malayan Exchange Banks Association has an- 
nounced a reduction of 2 per cent, effective July 2, on 
all categories of interest rates. A cut of % per cent in 
the Malayan bank rate took place on June 16 (see this 
News Survey, Vol. X, p. 390). 


Source: The Financial Times, 
June 26, 1958. 


Bangkok, Thailand, 


London, England, 


Cotton Mills in Taiwan 


Eleven cotton mills in Taiwan have formed a joint 
company, the China Textiles Trading Corporation, to 
promote exports of cotton textiles. The Corporation 
will buy raw cotton from the United States on credit and 
will repay the credit in installments after the products 
processed from the imported cotton have been sold 
abroad. The Bank of China will guarantee the credits 
obtained for the purchase of raw cotton. 
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Taiwan’s cotton textile industry has expanded from 
only 14,652 serviceable spindles and 1,693 power looms 
in 1945 to the present capacity of about 180,000 
spindles and 12,000 power looms. Because the raw 
cotton required for the industry has to be imported, 
the Government tends to check further expansion of 
the industry until an export market is established. 
Source: Far Eastern Economic Review, Hong Kong, 

May 29, 1958. 


Canada 


Canada’s National Product 


The value of Canada’s gross national product, sea- 
sonally adjusted, rose in the first quarter of 1958 less 
than 1 per cent above that in the last quarter of 1957, 
to $31.68 billion. This figure, which is only slightly 
below the peak of the third quarter of 1957, includes a 
rise in farm income based on an arbitrary estimate of 
crop production for the year 1958 on the basis of ten- 
year average yields. Although the volume of nonfarm 
production was slightly less than in the fourth quarter 
of 1957, the value was about the same, because of an 
increase in prices. The upward trend in business outlays 
for construction was reversed, but business investment 
in machinery and equipment dropped much less than in 
the three preceding quarters. With more money avail- 
able in mortgage markets—largely as a result of addi- 
tional federal government funds—and easier terms for 
borrowers, expenditures for housing were 13 per cent 
more than in the last quarter of 1957—an increase 
greater than in any comparable period during the last 
two years. Among the factors limiting production was 
the considerable liquidation of inventories. Business 
stocks, which had been reduced slightly during the last 
quarter of 1957, were drawn down at an annual rate 
of almost $500 million in the first quarter of 1958, 
with manufacturing inventories accounting for most of 
the decrease. Farm inventories continued to decline at 
an average annual rate of $100 million, about the same 
as in the previous year. Although exports were weaken- 
ing moderately, part of the impact of the lower demand 
was reflected in a further reduction of imports. 

An important expansionary factor was the marked 
rise in consumer spending. Personal income was well 
sustained, with labor income remaining about the same 
as in 1957, cash receipts of farmers rising sharply, and 
transfer payments from the Government and interest 
and dividend receipts continuing to increase; the increase 
in receipts from dividends occurred despite a decline 
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in profits. Consumer expeditures on nondurable goods 
were about 2 per cent above such expenditures in the 
preceding quarter and at approximately the same rate 
as total consumer expenditures. Most of the expenditures 
on durable goods—which were 7 per cent higher than 
in the previous quarter—were due to increased pur- 
chases of passenger cars. 

Source: Dominion Bureau of Statistics, National Ac- 


counts, Income and Expenditure, First Quarter 
1958, Ottawa, Canada. 


Other Countries 


Australian Credit fo New Zealand 


The Commonwealth Bank of Australia, at the request 
of the Australian Government, has concluded an ar- 
rangement with the Reserve Bank of New Zealand to 
provide the Bank with a credit of £A 10 million during 
1958-59. The New Zealand Government has indicated 
that the credit will be used to help finance New Zealand 
payments to Australia. It will be repayable in install- 
ments over a few years. Australian manufacturers have 
said that the loan would lessen the possibility of further 
cutbacks in Australia’s exports to New Zealand. 


Source: The Times, London, England, July 2, 1958. 


New Zealand Budget 


New Zealand’s budget for the fiscal year 1958-59, 
presented by the Minister of Finance on June 26, pro- 
vides for substantial increases in taxes. The view of 
the Government is that the country is facing an inflation- 
ary situation which requires corrective action; fiscal 
policy should therefore endeavor to bring the level of 
demand into line with the volume of goods available, 
which has been reduced as a result of import restric- 
tions. The Minister claims that increased taxes would 
serve the double purpose of providing sufficient revenue 
and diminishing the demand for imports. 

Expenditure of the Consolidated Fund is estimated 
at £NZ 229.8 million, compared with £NZ 193.7 mil- 
lion in 1957-58, and the capital works program at 
£NZ 85 million. The following increases in expenditure 
are estimated: permanent appropriations, mainly loan 
charges, £NZ 3.9 million; state services. particularly 
hospitals, education, and police, £NZ 4.1 million; ad- 
vance to the dairy industry, £NZ 5.0 million; social se- 
curity benefits, £NZ 6.3 million. Additional family 
benefits are provided, and superannuation payments are 
increased. In regard to aid for the dairy industry, the 
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budget calculates that, on the completion of this season, 
the industry’s own reserves will have been fully spent 
and the debt to the Reserve Bank could be as high as 
£NZ 12 million. It is proposed that this be allowed to 
remain as a loan and that another £NZ 5 million be 
lent to the dairy industry from the Consolidated Fund; 
both loans would be repaid when export prices improve. 


Increases in direct taxation are expected to raise 
revenue from this source from £NZ 158.7 million last 
year to a record £NZ 194.7 million. Personal exemption 
is reduced; the basic rate of tax is restored to 3s. in the 
pound, with the rebate of 25 per cent given last year 
withdrawn; individuals’ income from company divi- 
dends, hitherto untaxed, is now taxable at the maximum 
rate of 7s. in the pound; if companies retain more than 
50 per cent of annual profits after taxation, a new 
flat rate “excess retention tax” of 7s. in the pound will 
be imposed. 

Death duties on estates of more than £NZ 12,000 
and gift duties are increased; the sales tax on motor 
vehicles, except cycles, is raised from 20 per cent to 
40 per cent; and the duties on cigarettes, beer, and 
spirits are also raised. Total Consolidated Fund revenue 
is expected to amount to £NZ 230.1 million, compared 
with £NZ 193.6 million in 1957-58. 


The Minister of Finance indicated that there would 
be more overseas borrowing and that domestic interest 
rates will be reduced. He added that, while there are 
some grounds for believing that earnings from overseas 
will increase next year, it would be unwise to estimate 
an increase of more than £NZ 20 million above this 
year’s total. An increase much more substantial than 
£NZ 20 million is necessary before any relaxation of 
import control could be justified. 


Sources: The Financial Times and The Times, London, 
England, June 27, 1958. 
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